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2009 in Review 

2009 – What a roller coaster! What image comes to your mind when you consider the following words 
and phrases: Stimulus, climate change, executive pay, Dubai, health care, too big to fail, deflation, 
Ahmadinejad, credit crisis, Madoff, jobless rate, Obama, foreclosures, inflation, recession, Bernanke? 
Although this information age can be enlightening, it can also be somewhat overwhelming. 

In the first half of the year, the markets were overwhelmed with bad news. The Dow hit its low on March 
9, down 53.8% from its all-time high. But, as the year went on, the economic indicators began to improve 
and company earnings began to make headway.  In response, the market made a swift comeback, with the 
Dow had rebounding 59.3% from its March low by December 31.  By comparison, the NASDAQ ended 
2009 up 78.9% from the March low and up 43.9% for the year. 

2009 was a year that shaped up better than any of us had hoped.  There were some very positive surprises 
that shocked the markets.  First, the US consumers showed that they are able to save their money which 
skyrocketed the savings rate.  The new savings rate became a part of the new economic equation that 
many prognosticators had not foreseen.  Second, many large businesses were resilient, using management 
tools to adjust quickly to the domestic downturn.  Third, we began to see a future trend toward increased 
global cooperation to combat what had become a global crisis.   

So, is there a theme for 2010?  Simply put, investors should keep an eye on the inflation and interest 
rates.     

Investors should be concerned with these rates because there is hardly an area of the economy or any asset 
class that is exempt from the effect of these rates.  If rates rise — the price of real estate will fall, loans 
will be unaffordable for small businesses, values of fixed income holdings will depreciate, and foreign 
currency values will fluctuate, with possible dollar weakening.  

In addition, continued high unemployment rates could cause deflationary pressure while increased 
government stimulus could cause inflationary risks and the need to raise the Federal funds rate.  
Therefore, we all must watch carefully as the Fed decides how to adjust the short-term rates, since it is a 
reflection of what they are perceiving about the economy.  

A balance must be struck between stimulus created by artificially low rates and the need to put the 
economy back to a normal, and healthy, level of leverage.  It is a tight rope on which to balance, a chance 
for the US to once again show its resilience. 

Here’s to 2010!   
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